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Ideas From Leading Experts in Financial Planning
TrendWatch
Opportunities in a united Europe.

The CPA financial planner can suggest
several ways for clients to participate in
Europe’s growth. The European
Community’s economy is expected to
boom following 1992. Forecasters pre
dict 2 million new jobs, a drop of 6% in
consumer prices and growth rates 50100% higher than in the U.S. In addition
to direct ownership, clients can partici
pate through Mutual Funds, Single
Country Funds and American Deposi
tory Receipts (ADRs). (See the Journal
of Accountancy, June 1990, pp. 144147, for more information about ADRs).
Mutual Funds in Europe are not as
diverse as in the U.S. and many of the
safeguards taken for granted in the U.S.
are virtually nonexistent overseas.
Single-Country Funds are closed-end
funds that trade on U.S. stock ex
changes. In May, for example, the Spain
Fund traded as high as $2.09 for every
$1.00 of underlying stock value. ADRs
give clients an indirect share of owner
ship in a foreign company. Thirty
seven ADRs from six countries are
available on the New York Stock Ex
change, while 48 from eight countries
are available from NASDAQ. Investors
receive dividends in U.S. dollars. Source:
Personal Financial Planning, May/June
1990, pp. 4-10.
Tax breaks for life insurance prod
ucts may be threatened. Investment

products designed to fit within insur
ance rules may jeopardize life insur
ance products, a Treasury Department
official warns. The Treasury Depart
ment is expected to publish a study on
the taxation of life insurance products
Continued on Page 2

Planning for
the Incapacity of the
Business Owner
By Bob Fasani
Boh Fasani, CPA, Partner, Hauk & Fas
ani, St. Louis, MO, shows how CPA finan
cial planners can help businesses survive
the incapacity of their owners.
CPAs who provide financial planning
services for business owners recognize
that the business is a major component of
the family’s net worth. Many owners and
their families depend on the business to
achieve their financial goals. Often, to
meet these goals, it is important to pre
serve the value of the business, even if the
owner can no longer manage it.
Buy/sell agreements and keyman in
surance arrangements can help preserve
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APFS: The CPA Financial Planner’s Credentials
By Isabelle V. Curtiss
Isabelle V. Curtiss, CPA/APFS, Principal,
Isabelle V. Curtiss, P.C., Middlebury, CT,
and member of the AICPA PFP Executive
Committee, explains the value of earning
the Accredited Personal Financial Spe
cialist designation.
How can a CPA financial planner
compete against lawyers, bankers, stock
brokers, insurance agents and productoriented planners who also hold them
selves out as financial planners? The CPA
can advertise or tell the public that he or
she provides personal financial planning
services, but sometimes that is not enough.
Today’s sophisticated consumers will not
rely just on what they read or what
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someone says. They look for a financial
planner who is qualified, competent and
objective. Holding the Accredited Per
sonal Financial Specialist (APFS) designa
tion is a signpost stating that the holder of
this designation is an expert in the field of
personal financial planning and has satis
fied the requirements established by the
AICPA's Specialization Accreditation
Board, the grantor of the specialty desig
nation (see Sidebar on p.7). Also, the
holder of the designation is required to
meet reaccreditation requirements in order
to maintain his or her designation.
Not everyone can be an Accredited
Personal Financial Specialist. The APFS
Continued on Page 7
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PFP Division Projects:
What’s in the
Works?

that will focus on the difference be
tween investment and traditional life
insurance products. The Treasury is
particularly concerned with products
that have a life insurance label but
which have a yearly payoff similar to
bonds. Congress already has restricted
some of these investment products
and is likely to continue to carefully
monitor the line between life insur
ance and investment products. Source:
Tax Management Financial Planning
Journal. May 1, 1990, p. 175.

You can overcome client resistance
to asset allocation by addressing ten
key issues. (1) Procrastination. Iden
tify the client's needs and show how
asset allocation can meet these needs.
(2) No Final Coals. Help the client
define objectives and plan for the fu
ture. (3) Lack of Knowledge. Prepare a
simplified worksheet to walk the client
through the process. (4) Unrealistic
Expectations. Stress the fundamentals
of investing: long-term thinking, diver
sifying, etc. (5) Buying in Bad Markets.
Perform dollar cost averaging to dem
onstrate the advantage of buying in
bearish markets. (6) Difficulties in
Buying on Weakness and Selling on
Strength. No one sets out to buy high
and sell low. but as stock prices peaked
in October 1987, mutual funds were
skyrocketing. (7) Memory is Short.
Many clients are likely to judge the
market by what is happening in the
short term. Remind them that asset
adjustments depend on the market
being cyclical: today's losers are
tomorrow's winners. (8) Problems of
Thinking. Asset allocation is for long
term investors. The client should think
and act in terms of at least five years.
Continued on Page 7

The PFP Executive Committee and its
subcommittees, task forces and sub
groups are working on a number of
projects to help CPAs deliver PFP services
more effectively. The following activities
are planned for the forthcoming year:
PFP Manual Updates

Several PFP Manual updates are ex
pected to be published during the year.
The PFP Manual is prepared by the PFP
Practice Subcommittee, which is a group
of practitioners who are active in PFP. The
PFP Manual contains practical and tech
nical suggestions about managing, mar
keting and delivering PFP services. These
updates include:
Guide for Providing PFP Services: The
PFP Process and Relevant Professional
Literature. This new practice aid dis
cusses the steps performed in the per
sonal financial planning process and the
responsibilities of CPAs who provide such
services. It also analyzes the professional
literature relevant to PFP. Division mem
bers will receive this special guide in the
fall of 1990.

“The PFP Manual
contains practical and
technical suggestions
about managing,
marketing and
delivering PFP
services”
Entrepreneur's Guide. This new mar
keting guide will provide practical guid
ance to CPA financial planners on how to
start or expand their PFP practice.
Risk Management Module. The current

module is being revised by leading insur
ance experts. It will contain more infor
mation about insurance, as well as new
practice aids.
Closely Held Business Module. This will
illustrate how CPAs can apply financial
planning techniques to serve the owners
of closely held businesses.
Income Tax Planning Module. The
revised module will focus on the tax
aspects of the major technical areas in
financial planning.

Other Activities
Software. The division is developing
software to automate the worksheets in
the PFP Manual. The software will be
available during the summer of 1990.
Division members will receive a special
S50 discount coupon. Watch for your
coupon... it should arrive in the mail shortly.
Advisory Statements. An Advisory State
ment Subcommittee has been formed to
develop advisory statements providing
guidance in personal financial planning.
Members will receive exposure drafts of
proposed advisory statements for their
comments.
Public Awareness Campaign. The di
vision will continue its ongoing campaign
to increase public awareness of CPAs' PFP
services. In addition to placing ads in
national magazines, the division plans to
develop audio messages that will be heard
on TWA, United, Pan Am and American
Airlines beginning in September. Bro
chures and speeches to promote financial
planning services will also be developed.
The publicity program for the APFS Pro
gram will also be expanded.
Let us know what you think. Do you
like what the PFP Division is doing? Your
ideas will help ensure that we continue to
meet your needs. Comments and sugges
tions are appreciated. Send your com
ments to the AICPA, Persona] Financial
Planning Division, 1211 Avenue of the
Americas, New York, NY 10036-8775. ■
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THE PLANNER
Getting the Right Stuff:
Gathering Data for the PFP Engagement
By Dirk L. Edwards
Dirk L. Edwards, CPA/APFS, Partner,
Edwards & Meyers, Portland, OR, reveals
some effective methodsforgathering client
data.
The success of a personal financial
planning engagement is driven in large
part by the planner’s ability to integrate
detailed financial information with in
depth knowledge of the client's goals and
objectives.

The Data Gathering Form
To systematically collect this informa
tion, a standardized data gathering ques
tionnaire (DGQ) is useful. The DGQ helps
ensure that information is not overlooked,
provides a basis for file documentation
and becomes a beginning point for mak
ing recommendations. In subsequent en
gagements, the DGQ serves as a reference
in the client's file that is easy to under
stand. You can find a DGQ in the AICPA’s
PFP Manual, the Guide to Personal Fi
nancial Planning by Practitioners Pub
lishing Company or the Financial Plan
ning Manual by the Bureau of National
Affairs, Inc.
The DGQ serves as the basis for our
initial client interviews. Our DGQ is about
20 pages and includes information about
the client and his or her family or depend
ents, advisers, goals and objectives, finan
cial information, insurance coverage,
employee benefits, estimated tax liabili
ties and estate plans. It also contains short
questions regarding the client's invest
ment philosophy and experience.
Some clients are at first intimidated by
the breadth of information we request.
We emphasize that we need such thor
ough knowledge to provide feedback in
any planning area. For example, to pro
vide advice on life insurance coverage,
we need to learn about their estate distri
bution intent, financial or personal goals,
current and projected net worth and cur
rent and projected cash flows.

the client to get beyond this basic infor
mation. At the beginning of the planning
relationship, clients may have difficulty
expressing their true concerns about their
personal financial objectives.
Our detailed DGQ helps us to gain
their trust. From the start of the engage
ment, we help them focus on a variety of
topics that may affect their financial objec
tives. Once clients understand that we
will be gathering information on a com
prehensive basis, they do not limit the
discussion to only those items they think
we have to know when addressing a
specific question or problem.
We generally insist that both spouses
participate in this process, if possible. We
discovered that an excluded spouse could
prevent our planning suggestions from

being implemented.
Balance the time spent obtaining infor
mation against the value it will bring to the
planning process. For example, if your
client has no intention of selling her small
business, obtaining a valuation of its
current value by a professional appraiser
may not be necessary.
Having a copy of the will and trusts
with our review comments provides an
efficient summary for developing the estate
planning section of the client’s plan. It
also can serve as the checklist for informa
tion that should be communicated to the
client's attorney in an estate plan update.
The critical issue for the CPA is to
determine exactly what information he
or she needs to perform the engagement
— and to gather it as efficiently as pos
sible. The success of the PFP engagement
may often depend on having all the right
information. ■

The Right Stuff
What Data Should You Gather?
Information about the following traditional accounting items may be needed
to learn about the client’s financial affairs:

□ Personal financial statements show
ing assets, liabilities, net worth and
cash flows.

□ Projected needs at retirement.
□ Projections of future lifestyle costs
and income.

□ Projected estate tax liabilities.

A Sample Check List
We often help our clients gather the initial data by asking them to bring the
following documents to the first planning session:
The past three years’ tax returns

Deeds, mortgages, land contracts

Copies of previous financial state
ments

Guardian nominations

Home budgets

Wills and trust documents

Insurance policies

Employee benefit summaries
Investment portfolio recaps

Interviewing the Client

Retirement plan and deferred com
pensation papers

After the planner gathers the financial
documents, he or she needs to interview

Pre- and post-nuptial agreements

AICPA

Leases (as lessor or lessee)
Power of attorney or appointment

Appraisals for (specify)
Notes and other debts you owe
Debts owed you
Annual reports, tax returns and other
agreements regarding business
ownership
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Planning for the Incapacity of the Business Owner
Continued from Page 1

the value of the business if the owner dies.
But a risk that is often overlooked is the
physical or mental incapacity of the owner.
Although all owners are subject to this
risk, the potential is of greater concern for
owners who are advanced in age. In
addition, the majority of the businesses
that depend heavily on the sole owner’s
services would be the most disrupted by
his or her incapacity.
Attention is usually focused on insur
ance coverage for income replacement,
hospitalization and long-term care. Insur
ance may also provide financial compen
sation in the event of physical or mental
incapacity. However, insurance does not
solve the problem of who is going to
manage the business while the owner is
incapacitated.
CPA financial planners should under
stand the consequences of incapacity and
the advantages and disadvantages of
various planning techniques, and they
should work closely with the client's
attorney to enact measures that will help
the business survive.

Failure to Plan For Incapacity
When a person becomes physically or
mentally incapable of managing his or her
assets, the court will appoint a guardian or
conservator to manage the individual’s
affairs. Usually, the court will appoint a
family member or another person who
has a close relationship with the incapaci
tated individual. This process can be
traumatic, expensive, cumbersome and
time-consuming.
A court-appointed guardian is allowed
limited authority over the business owner’s
assets. Many business decisions will re
quire specific court approval. Effective
continuation of the business may require
the borrowing of additional funds or the
use of nonbusiness assets and the court
may be reluctant to grant approval for
such transactions. In the absence of court
approval to continue the business, the
guardian may be under a general duty to
wind up business matters at the earliest
convenient moment.
As a result, if the business is liquidated
or sold, considerably less than the maxi
mum value may be realized. Alternatively,
if the business is continued, court super
vision may constrain decisions and result
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in public disclosure of information that
should be preserved as confidential.
As an alternative to court-appointed
guardianship, the owner may wish to
execute a power of attorney or implement
a revocable trust to manage the business.

Power of Attorney
A power of attorney is a legal instru
ment that empowers one or more indi
viduals to act on behalf of another. The
owner can execute power of attorney that
empowers an individual or individuals to
transact the company's business. The
powers granted may be limited or broad.
For the power of attorney to be valid, the
owner must have mental capacity when
the power is executed.
A regular power of attorney lapses
when the abilities of the owner becomes
impaired, but all states now recognize du
rable powers of attorney. These continue
after the owner becomes disabled or in
competent but may be revoked by the
owner as long as he or she possesses
mental capacity. All powers of attorney
end upon the death of the principal.
A disadvantage of a power of attorney
is that it is unconditional. The holder of a
durable power of attorney may exercise
the described powers at any time, regard
less of whether the business owner is
capable of managing the assets.
Many healthy business owners are

justifiably concerned about granting
someone else the power to operate their
business. Consequently, the selection of a
person to be designated as an agent under
a durable power of attorney requires
particular care. In addition to possessing
the skills necessary to manage the busi
ness, the person selected must possess
integrity and the client’s confidence.
Many states recognize springing pow
ers of attorney. In contrast to the ordinary
power of attorney, these provide that the
power of attorney is inoperative, or does
not spring into effect, until the owner is
unable to manage his or her own affairs
with reason and judgment. Thus, the
springing power alleviates the concern
that the agent may exercise the power
before the business owner is incapaci
tated. The springing power must carefully
define the triggering event and the proce
dures for establishing its existence. Many
springing powers require two physicians
to certify that the principal is unable to
manage his or her own affairs.
Some states do not recognize spring
ing powers of attorney. In these cases, the
client may wish to alter the delivery of the
durable power of attorney. The client
executes the power of attorney in favor of
the person who he or she wishes to
manage the business, but delivers it to a
trusted adviser, such as the attorney. An
attorney discloses its existence and re
leases the power to the designated indi
vidual only when the owner’s capacity to
act is impaired.
Continued on Page 5

Make the Right Choice
To Whom Should the Client Give the Power of
Attorney?
State regulations vary and each client
has needs and concerns, but the CPA
financial planner should be aware of
certain issues to help the client make
his or her choice:

□ If granting power over business af
fairs, the client should appoint some
one thoroughly knowledgeable of
the business.
□ Paying a reasonable fee to a profes
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sional for his or her service will
make him or her more likely to
accept the responsibility.

□ A minor should never be used. By
law they are incapable of acting on
behalf of the client.
□ The client should appoint an alter
nate in case the first choice cannot
serve.

The PFP Division of the AICPA
presents
The Fourth Annual Technical Conference

“Challenges of a Changing Society”
Enhance your PFP skills, network with fellow CPAs
and have fun in the sun!

Where can you mine a wealth of information from leading
PFP experts and have fun at the same time?
Join the new Gold Rush to California — the PFP Division’s
Technical Conference in Indian Wells (near Palm Springs) on
January 9-11, 1991.
Learn the latest planning techniques and strategies from
Sanford Schlesinger, Bill Brennan, Stephan Leimberg and Ben
Baldwin. These are just a few of the many leaders in retirement
planning, investment planning, risk management, estate plan
ning and practice management who will show you how your
practice can thrive on the “challenges of a changing society.”
The conference offers advanced and a few intermediate ses
sions designed especially for CPAs — five plenary sessions and
fifteen concurrent session topics. You can select those sessions

that best meet your interests, needs and skill level.
To make the Technical Conference even more valuable, the
division has expanded it from two to three days. That gives you
even more opportunity to network with other financial plan
ners, enjoy the hotel’s amenities and take in the scenic sights!
In addition, the division will sponsor its annual golf and tennis
tournaments and “fun run.”
Save money by registering early! This year, we are offering
an early bird registration of $450 to members who register
before September 1, 1990. The regular registration fee is $495
for division members. Complete the registration form on the
back, choose the sessions you want to attend, and mail this
form to the AICPA. Hurry, space is limited!

CONFERENCE AGENDA AT A GLANCE

DAY TWO

DAY ONE
TOPIC
Opening Remarks
The Challenges of a Changing Society

CONCURRENT SESSION #1
Afternoon Break/Exhibitors
Planning for a Graying America
Free Time/Exhibitors
Reception for Participants and Invited
Guests

Continued

TIME
1:00PM-1:05PM
1:05PM-1:55PM
2:00PM-3:45PM
3:50PM-4:05PM
4:10PM-5:10PM
5:10PM-5:30PM

TOPIC
Morning Break/Exhibitors
CONCURRENT SESSION #2
Lunch & Lunch Speaker
CONCURRENT SESSION #3

5:30PM-6:30PM

TOPIC
BREAKFAST
Opening Remarks

DAY TWO
TOPIC
BREAKFAST
Opening Remarks
New Strategies and Techniques in PFP
for Professionals

TIME

AICPA Activities Update

9:35AM-10:05AM

7:00AM-7:55AM
8:00AM-8:05AM
8:05AM-9:35AM

TIME
10:05AM-10:20AM
10:25AM-12:05PM
12:10PM-2:00PM
2:00PM-3:45PM

DAY THREE

Professional Exposure: How Not to Get
Burned
Morning Break/Exhibitors
CONCURRENT SESSION #4
Crisis Counseling: Helping Clients
through a Crisis
Closing Remarks

TIME
7:00AM-7:55AM
8:00AM-8:05AM
8:05AM-9:00AM

9:05AM-9:20AM
9:25AM-11:10AM
ll:15AM-12:05PM
12:05PM-12:10PM

REGISTER NOW - Early Bird Discount of $45
Registration received by September 1, 1990-$450for PFP Div. Members\ $550for other AICPA Members
Registration received after September 1, 1990-$495for PFP Div. Members\$595for other AICPA Members

RECOMMENDED CPE CREDIT 16 HOURS

Registration Fee. Covers all sessions, conference materi
als, coffee breaks, two continental breakfasts, a luncheon and
a reception. Hotel accommodations and other meals are not
included. Spouse/Guest fee covers a Palm Springs/Indian
Wells orientation, continental breakfast, a reception and a
session entitled “Stop Fighting About Money.”
Cancellation Information. Full refunds will be issued on
written cancellation requests received by December 14, 1990.
Written cancellation requests received after December 14,
1990, but before January 2, 1991, will be issued a refund less
a $25 administration fee. NO refunds will be issued on written
requests received after January 2, 1991. The AICPA is not re

sponsible for checks or letters lost in the mail.
Hotel Information. The conference fee does not include
hotel accommodations. Please contact the Hyatt Grand Cham
pions directly at (916) 341-1000 or write 44-600 Indian Lane,
Indian Wells, California 92210. Reservations must be made by
December 18, 1990, as rooms will be on a space-available basis
after this date. Remember to mention that you are attending the
AICPA 1991 PFP Technical Conference to get our group rate of
$150 a night.
Airline Information. Discounted fares will be announced
in the conference brochure which will be sent to you by Sep
tember 1, 1990.

CONCURRENT SESSIONS

REGISTRATION FORM

(Please select one from each time period)

Send to: AICPA Meetings Registration
P.O. Box 1008
New York, NY 10108-1008

CONCURRENT SESSION # 1 (DAY ONE)
2:00 PM- 3:45PM

Session
11
□ The New ABC's of Investment Planning
12

□ Estate Planning Update

13

□ Creative Tax Strategies in Divorce

14

□ 15 Investment Strategies: Tidbits for the 90’s

CONCURRENT SESSION # 2 (DAY TWO)
10:25AM - 12:05 PM

Session
21
□ Stop Fighting About Money!
22

□ 15 Investment Strategies: Tidbits for the 90’s

23

□ Steps to Developing a Successfid PFP Practice

24

□ Dr. Rusty Scalpel- A Mini-case with a Point!

CONCURRENT SESSION # 3 (DAY TWO)
2:00PM - 3:45PM

Please register me for the 1991 Personal Financial Planning
Technical Conference, January 9-11, 1991 and send me the
detailed brochure.
__$450 Early Bird Registration Fee for PFP Div. Members
(through 9/1/90)
_ $550 Early Bird Registration Fee for other AICPA Members
(through 9/1/90)
_ $495 Registration Fee for PFP Division Members
__$595 Registration Fee for other AICPA Members
__$75 Spouse/Guest Fee

My check for $payable to the AICPA is enclosed. (Full
payment must accompany registration)

Bates#____________
(AICPA Use)

Session
31
□ Career Changes: Facets of Forced Retirement
Registrant’s Last Name

32

□ Hot Insurance Topics: Tips, Traps and Truths

33

□ Multifinds: How to Win by Not Losing

Firm or Affiliation

34

□ Dr. Rusty Scalpel-The Aftereffect: Continuation
of Session 24

Street Address

CONCURRENT SESSION # 4 (DAY THREE)
9:25AM- 11:10AM

Session
□ Making Life Insurance Products Work

First

MI

Nickname

P.O. Box

City

State

Total Amount Enclosed

Business Telephone Number

Guest/Spouse Last Name

First

Zip

41

42

□ Succession Management Solutions: The Next
Generation

43

□ Post-Mortem Planning with Disclaimers

44

□ Hot Insurance Topics: Tips, Traps and Truths

MI

Nickname

Name and Telephone Number of Individual to Contact in an Emergency
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Continued from Page 4
Regardless of the type of power of
attorney, owners should consider execut
ing two separate powers of attorney: one
to manage the business and one to man
age other assets. In addition, it may be
helpful for the client to prepare a written
business plan to guide the agent.

The Revocable Trust
If a springing power of attorney is not
recognized in the state of residence and
the disadvantages of a durable power of
attorney present a serious obstacle, the
client may wish to place the stock of the
corporation or the assets of the sole
proprietorship in a revocable trust. Ordi
narily, the owner is designated as the sole
trustee and has the power to alter the
terms of the trust prior to incapacity. A
successor trustee is designated to manage
the trust in the event that the owner
subsequently is incapacitated. The trust
document should clearly delineate the
powers of the successor trustee. To avoid
a court proceeding to determine inability
to manage the company, trust agreements
often provide that the unanimous consent
of a group of designated individuals is
needed to find the owner incapable of
managing his affairs.
The revocable trust may also provide a
vehicle for managing the business if the
owner no longer desires to manage the
business. At the owner's death, the revo
cable trust may provide the additional
advantage of excluding the business from
the public disclosure of a probate estate.
However, all business and tax factors
should be considered before transferring
the business to a revocable trust.
For example, IRS code section 1244
provides that if an individual owns quali
fying small business stock that becomes
worthless, or is sold at a loss, then the loss
will be treated as an ordinary instead of a
capital loss. However, to receive this
preferred treatment, the stock must be
held by an individual or a partnership;
ownership by a trust will not qualify.
The financial planning engagement
can provide the CPA financial planner.
attorney and business owner with an
ideal opportunity to discuss the various
powers of attorney and revocable trust
arrangements. Proper planning may help
to ensure the continued operation of the
client's most valuable asset. ■

Rules on Commissions and Contingent
Fees Enforced
By Herbert A. Finkston
Herbert A. Finkston, JD. Director of the
AICPA Professional Ethics Division, ex
plains the Rules on commissions and
contingent fees.

The AICPA will enforce the Rules of
the Code of Professional Conduct with re
spect to commissions and contingent fees.
in accordance with the Federal Trade
Commission's Proposed Order.

Background
Since July 1987. the AICPA has de
ferred enforcement of the Rules which
were challenged by the Federal Trade
Commission (FTC). In September 1988.
the AICPA and the FTC staff signed a
Proposed Order agreeing that the AICPA
could prohibit members from accepting
contingent fees and commissions under
certain circumstances. The FTC. however,
has not yet taken final action on the
Order.
This lengthy delay has led the Council
to decide to enforce the Rules because,
"continued deferral of enforcement could
lead to disregard and nonobservance of
the challenged Rules."

The Rules
The existing Rules will be enforced as
follows: If a member or the member's firm
performs for a client: (1) an audit or
review of a financial statement; or, (2) a
compilation of a financial statement when
the member expects, or reasonably might
expect, that a third party will use the
financial statement and the member's
compilation report does not disclose a
lack of independence; or (3) an examina
tion of prospective financial information.
he or she may not perform any profes
sional service for that client for a contin
gent fee. nor receive a contingent fee from
the client. These proscriptions would apply
to any engagement performed under an
arrangement whereby no fee is charged
unless a specified finding or result is
obtained, or in which the amount of the
fee is otherwise dependent on the find
ings or results of the member's services.
In addition, a member who performs
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for a client the services listed in (1). (2) or
(3) above may not for a commission
recommend or refer to that client any
product or service or. for a commission
recommend or refer any product or serv
ice to be supplied by that client, or receive
a commission for recommendation or
referral.
These prohibitions apply during the
period in which the member is engaged to
perform any of the services listed above
and the period covered by any historical
financial statements involved in such listed
services.

Look Before You Leap
AICPA members should take reason
able precautions when deciding whether
to perform a professional service for a
contingent fee or a commission. These
include:
□ Determine whether you perform any of
the following services for the client
and the effect it will have on your
ability to accept future attest engage
ments for that client:

1. an audit or review of a financial
statement;

2. a compilation of a financial state
ment when you expect, or reasonably
might expect, that a third party will use
the financial statement and the compila
tion report, but you do not disclose a lack
of independence;

3. an examination of prospective fi
nancial information.
□ Determine whether your firm's profes
sional insurance liability will cover
services involving commissions and
contingent fees.

□ Review your state law and state CPA
society's rules. Most state boards of ac
countancy and CPA societies prohibit
CPAs from accepting commissions and
contingent fees.
The AICPA agreed that it would change
its existing Rules, which ban all commis
sions and most contingent fees, once the
FTC issues a Final Order substantially
similar to the Proposed Order. ■

THE PLANNER
Charitable Giving:
Making the Most of Noncash Resources
By Eve M. Bigelow
Eve M. Bigelow, Director of Planned Giv
ing, American Civil Liberties Union Foun
dation, suggests how clients can use
noncash resources in charitable giving.
Many clients are surprised to learn that
they can donate noncash gifts, such as
appreciated securities and real estate, at a
much lower cost to themselves than a
cash gift.
For example, instead of making their
usual annual contribution to charity in
cash, your clients who have growth-ori
ented stocks may want to consider donat
ing their appreciated securities. By doing
so, they may receive double tax benefits.
They receive a charitable income tax
deduction for the full fair market value of
the property and they avoid all capital
gains tax on the appreciation.

Alternative Minimum Tax
You will want to keep in mind that the
appreciation on a gift of appreciated
property is considered an alternative
minimum tax (AMT) preference item.
If a client is subject to the AMT, his or
her charitable deduction may not be
completely eliminated, just reduced.
Moreover, if a gift of appreciated property
triggers the AMT, you can suggest that
your client split the gift over two or more
years, thereby lowering the amount of
appreciation considered a preference item.
Gifts of appreciated property must be
owned for over a year to qualify for full
tax benefits.

the charitable remainder trust.
how it works:

Here is

The Charitable Remainder Trust
Your client, Mrs. Burns, transfers ap
preciated securities to a trust. The trust
can sell the appreciated assets and rein
vest the proceeds without paying capital
gains tax on the profit. The trust will pay
her (or another income beneficiary) in
come for life. At the outset of the trust, she
selects a fixed payout rate and she will
receive more income than she was receiv
ing from her previous investments. Of
ten, a portion of this income can be taxed
more favorably than ordinary income.
After the lifetimes of all income benefici
aries, the trust principal will revert to the
charitable institution(s) Mrs. Burns named
in the trust document.
There are several charitable plans that
pay income for life — and they differ in
how income is paid. Here is how income
is paid under one plan — the unitrust.

The Unitrust
Your client receives payments each
year based on a fixed percentage of the
value of the trust assets, revalued each
year. Your client selects the fixed per
centage when the unitrust is established.
For example, Mrs. Burns' unitrust pro
vides that she will receive 8% of the value
of her trust assets.
If she initially funds the trust with

$1,000,000, she will receive $80,000 the
first year. If the trust’s assets are worth
$1,100,000 the following year, your client
will receive $88,000 that year, and so on.
Your client also will receive an income
tax charitable deduction in the year the
trust is established. The charitable deduc
tion equals the charity’s future interest in
the remaining trust assets. The amount of
your client’s charitable deduction is deter
mined by such factors as the beneficiary’s
(or beneficiaries’) age and the payout rate
selected. Your client’s gift will also qual
ify for the estate tax deduction.
Most often, banks are appointed as
trustees to administer and invest such
trusts, but in many cases a charitable
institution can act as trustee.
While trusts are useful tools in chari
table financial planning, many charitable
institutions offer other attractive giving
plans that pay fixed or variable income for
life. Although trusts typically require in
vestments of $75,000 or more, some
charities offer plans that accept minimum
gifts between $1,000 and $5,000.
As your clients consider their chari
table giving, you should be ready to
advise them on the most cost-effective
ways to give and identify which charities
are qualified IRS section 501(c)(3) tax
exempt organizations. If a gift-giving strat
egy involves establishing a trust, you
should work closely with an attorney who
is familiar with trust matters.
Moreover, you should contact the chari
table institution(s) your clients wish to
benefit. They may have alternative plans
suitable for your clients’ financial and
charitable objectives. Often, charities have
a professional staff which deals exclu
sively with these types of charitable
gifts. ■

Unlock the Earning Power of Lowyield Securities
Not all clients are able to part with their
assets. They may want to contribute more
to charity but still depend on the income
their assets earn. Moreover, these same
clients might own appreciated stocks that
pay little in dividends. They would like to
reinvest for a higher return but doing so
would incur prohibitive capital gains taxes.
Your clients should know about chari
table plans that will allow them to reinvest
their assets free of tax, increase their
annual incomes and receive an income
tax charitable deduction. One such plan is
■■■■■■■■■■■■■■■
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APFS Credentials
Continued from Page 1

designation is awarded only to CPAs who
have demonstrated their competency in
the area of financial planning and have
met certain requirements.
On Friday, September 14, 1990, CPAs

from all over the United States will be
taking the APFS examination. The exami
nation is comprised of 50% multiple
choice and 50% case-study questions and
tests one’s competency in personal finan
cial planning. The examination is based
on the APFS Examination Content Speci
fication Outline contained in The APFS

APFS at a Glance
Benefits
Holding the APFS designation pro
vides many benefits to the CPA finan
cial planner. The APFS:

Assures the public that the holder is
competent in providing financial plan
ning and has met the rigorous require
ments to attain and maintain the desig
nation.

Promotes increased professional com
petency by requiring the holder of the
APFS designation to take additional
CPE courses in order to maintain the
designation.
Fosters the opportunity for smaller firms
to become more competitive in special
ity areas of practice.

Strengthens communications between
the accounting profession and the
public.
Fields client referrals among practitio
ners.
Establishes uniform standards to be
used in evaluating claimed expertise.

Stimulates closer ties within the profes
sion as members with similar interests
are brought together.

Initial Requirements
In order to obtain the APFS designa
tion, a candidate must meet the follow
ing requirements:

□ Hold a valid state CPA certificate.
□ Be a member of the AICPA.

□ Have at least 250 hours of personal

financial planning experience per
year three years immediately preced
ing the initial application. This expe
rience must be in each of the follow
ing areas:
• Personal financial planning
process

Candidates Handbook and the PFP Man
ual.
The APFS Candidates Handbook con
tains information about the designation
program, illustrative examples of test
questions and helpful suggestions to
prepare for the examination. The booklet
is free upon request from the PFP Divi
sion.
Based on demand, additional sites may
be added. If you would like the APFS ex
amination to be held in your state, please
call the PFP Division.
It’s not too late to join the growing
ranks of CPAs with the APFS designation.
August 15 is the deadline for all applica
tions. An examination application is lo
cated in the PFP Manual. If you have any
questions or comments about the APFS
program, call the PFP Division at (212)
575-3644 or write to the PFP Division,
AICPA, 1211 Avenue of the Americas,
New York. NY 10036-8775. ■

• Personal income tax planning

• Risk management planning

TrendWatch

• Investment planning
• Retirement planning

Continued from Page 2

• Estate planning.

(9) Following the Herd. Asset alloca
tion should be specifically developed
for the individual client. (10) Reluc
tance to Follow Up. To be effective,
asset allocation requires subsequent
purchases of assets on a regular basis.
Source: Personal Financial Planning,
May/June 1990, pp. 11-15.

□ Submit a written statement of intent
to comply with the reaccreditation
requirements.
□ Complete a six-hour examination.

□ After passing the examination, sub
mit six references substantiating
working experience in personal fi
nancial planning.

Examination Locations
The September 14, 1990, examina
tion will be given at the following sites:

Atlanta, GA

Los Angeles, CA

Boston, MA

Nashville, TN

Chicago, IL

New York, NY

Dallas, TX

Philadelphia, PA

Dublin, OH

Pittsburgh, PA

Farmington
Hills, MI

Redwood City, CA

Houston, TX

Kenner, LA

Seattle, WA
St. Louis, MO
Washington, DC

The taxation of life insurance com
panies may increase. Two congress
men have made proposals to repeal
Section 809 of the IRS tax code. One
plan would replace Section 809 with a
three-part tax on stock and mutual
companies. These parts are: (1) A
corporate dividend disallowance equal
to 6% of a company’s equity. (2) A
policyholder tax applied as a separate
tax of 1% of equity at the company
level. (3) Amortization of all policy
acquisitions costs. The other proposal
would replace Section 809 with a
proxy tax on the participating busi
ness of stock and mutual companies.
It would also require amortization of
policy acquisition costs. Source: Na
tional Underwriter, May 14, 1990, pp.
5-8. ■
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Legislative Activity Affecting Financial Planners
Federal Legislation

Federal legislation (HR 4441) was in
troduced on April 2, 1990, by Represen
tative Rick Boucher (D-VA) to create a
private right of action under the Invest
ment Advisers Act of 1940. The bill would
expand the Advisers Act’s definition of
investment adviser to include the term
“financial planner” (or like terms) and
would significantly narrow the present
exclusion, which most accountants en
joy. Under HR 4441, a CPA who offers fi
nancial planning services and seeks to
rely on the accountant’s exclusion must
not represent himself or herself as a
financial planner AND 1) not accept
compensation for the advisory services
that would bring him or her under the
Advisers Act or 2) not offer advice con
cerning securities. This legislation could
significantly limit the opportunity of CPAs
to rely on the exclusion.
The AICPA opposes the bill and is
working with Representative Boucher and
his staff to resolve the Institute’s con
cerns.
State Legislation

Since the last issue of The Planner, two
state bills affecting financial planning

AICPA "The Measure of Excellence ”
American Institute of Certified Public Accountants

1211 Avenue of the Americas
New York, NY 10036

have passed:
Georgia. A financial planning law was
amended to exclude licensed CPAs or a
firm of CPAs from registration as invest
ment advisers, provided they do not take
commissions, take custody of client funds
or recommend the purchase or sale of
specific securities. The law, Act 1313
(formerly HB 1463), was approved and
took effect on April 11, 1990. This was a
significant victory for the Georgia Society
of CPAs.
Alabama. The legislature adopted a
bill (HB 179) amending the state’s securi
ties law to regulate investment advisers
and investment adviser representatives.
The bill expands the definition of invest
ment adviser to include financial planners
and those who provide investment advi
sory services. The bill was signed by the
governor on April 23, 1990. The law
becomes effective on January 1, 1991.
Other Legislative Decisions

The Illinois House Executive Commit
tee is considering legislation (HB 3024)
which would create a financial planning
and supervision commission. If the bill
passes, the commission would be created

if any unit of local government experi
ences a fiscal emergency or if the unit
requests such a commission to oversee
certain fiscal matters. Among other re
sponsibilities, the commission may re
tain a financial adviser, which is defined
as a “firm of CPAs with demonstrated pro
fessional competence in matters relating
to the Act....”
The Oklahoma House Committee on
Banking placed HB 2183 on hold for
further study. This bill would have cre
ated a Financial Planner Licensing Act.
In Utah, HB 127 died in the Senate
Business Committee. The bill would have
expanded the definition of investment
adviser to include financial planners.
West Virginia’s financial planning bill
(HB 4163) (see the February/March 1990
issue of The Planner) died when the
legislature adjourned. The bill would
have expanded the definition of invest
ment adviser to include financial plan
ners.
For further information on financial
planning bills, please contact John Shar
baugh or Sophia Modi, AICPA, Washing
ton Office, at (202) 737-6600. ■
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